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FOREWORD 



The Fiscal Consequences of Adult Educational Attainment (66 pages) is the 11th in a 
series of background papers contracted by CAAL for the National Commission on Adult 
Literacy. It was prepared for the Commission’s December 6, 2007 meeting by a team of 
researchers from the Center for Labor Market Studies of Northeastern University, under the 
leadership of Commissioner Andrew Sum, who directs the Center. 

The paper examines the earnings of adults according to their level of education achievement 
and in terms of the impact those earnings have on the fiscal affairs of the states and the lives 
of individuals. Appendix E (p. 49) provides estimates of annual net fiscal contributions of 
adults by education attainment level for the 13 largest states in America. The report findings 
have major implications for the purposes and conduct of the nation’s adult education and 
literacy enterprise at all levels of service. The report should also be of high interest to state 
and federal policymakers and planners, as well as the business community. 

A list of commissioners and honorary commissioners making up the National Commission 
on Adult Literacy is given on the next page. 



The Commission is an initiative of and managed by the Council for Advancement 
of Adult Literacy (1221 Avenue of the Americas - 46 th Floor, New York, NY 10020, 
gspangenberg@caalusa.org . Commission study director Cheryl King operates from a CAAL 
office in Kentucky (National Commission on Adult Literacy, c/o Council for Advancement 
of Adult Literacy, 115 East 2 nd Street, Suite 310, Owensboro, KY 42303, 
cherylking@caalusa.org) . The Commission’s principal funders to date are The Dollar 
General Corporation, The McGraw-Hill Companies, Harold W. McGraw, Jr., and the 
Charles Stewart Mott Foundation. 

This publication may be used with attribution. It is available at www.caalusa.org at no cost 
or may be purchased in bound form directly from CAAL ($25 plus postage, for ordering 
instructions bheitner@caalusa.org) . 



Published and copyrighted © by the Council for Advancement of Adult Literacy. 
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and past president; COABE representative to and president of National Coalition for Literacy. 
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Science; Past Chair and current member, Illinois Educational Labor Relations Board. 

Hon. Ray Marshall - Rapoport Centennial Chair in Economics and Public Affairs, 

University of Texas (Austin); U.S. Secretary of Labor (Carter)); Member, National Skills 
Standards Board and Advisory Commission on Labor Diplomacy (Clinton); Co-chair, 
Commission on Skills of the American Workforce and of Commission on Skills of the 
American Workforce in a Global Economy. 

Gail Mellow - President, LaGuardia Community College; Gubernatorial appointee to 
New Jersey State Employment and Training Commission; Board Member, Workforce 
Strategies Center. 
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.Tuan Olivarez - President, Grand Rapids Community College; member, Board of National 
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Growth. 

Camille Preus - Commissioner, Oregon Department of Community Colleges and Workforce 
Development; President, National Council on State Directors of Community Colleges; Chair- 
elect Western Interstate Commission on Higher Education. 
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U.S. and world demographic trends and applying them to policy and program purposes. 
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many countries. 
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AUTHORS’ EXECUTIVE SUMMARY 



The Fiscal Consequences of Adult Education Attainment 

The role of formal educational attainment and literacy/numeracy skills in improving labor 
market outcomes for adults in the U.S. in recent decades has been well documented. Better 
educated and more literate adults fare better than their peers on a wide array of labor market 
outcomes, including employment, access to more highly skilled and highly paid occupations, 
access to training from their employers, weekly and annual earnings, and lifetime earnings. 
As a consequence of their higher rates of employment and annual earnings as well as their 
higher marriage rates, higher home ownership rates, and lower rates of institutionalization, 
adults with more schooling generate substantially more favorable fiscal impacts for federal, 
state, and local governments. This research monograph was primarily designed to describe 
and analyze the net annual fiscal contributions (tax payments minus cash and in-kind 
transfers and institutionalization costs) of U.S. adults (ages 16-64) by their educational 
attainment in recent years. 



Key Uabor Market and Income Findings 

• The employment rates of 16-64 year old, non-enrolled adults in the U.S. during calendar 
year 2005 varied widely across educational attainment groups. Among adults in both 
gender groups combined, employment rates ranged from a low of slightly above 55 
percent for high school dropouts, to 70 percent for high school graduates/GED holders, 
and to a high of 84 percent for those with a Master’s or more advanced academic degree. 

• The mean annual earnings of adults (including non- workers) also rose steadily and 
strongly with their level of formal schooling. Mean annual earnings of adults lacking a 
regular high school diploma or a GED were only slightly over $14,400 versus nearly 
$23,300 among high school graduates, $32,000 among those with 1-3 years of college, 
$50,700 for Bachelor degree holders, and a high of $73,100 among those with a Master’s 
or higher degree. Mean annual earnings of high school graduates exceeded those of high 
school dropouts by $8,860, and mean earnings of Bachelor degree recipients exceeded 
those of high school dropouts by more than $36,000. 



Annual Tax Payments of Adults 

• The tax payments included in the fiscal analysis component of this research study were 
the following: federal income tax, state income tax, federal retirement payroll deduction, 
Social Security payroll deduction, local property tax, and state sales tax. 

• During the 2004-2005 period, the mean annual taxes paid by all 16-64 year old adults in 
the six federal, state, and local tax categories combined was $12,837. The mean annual 
amounts of these taxes varied considerably across the five educational subgroups of 
adults. Tax payments ranged from a low of $5,159 among those adults lacking a high 
school diploma/GED, to $8,865 among high school graduates/GED holders with no 
completed years of post- secondary schooling, to $18,904 for Bachelor degree recipients, 
and to a high of just under $28,000 for those adults with a Master’s or higher degree. 
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Cash and In-Kind Transfers Received by Adults 



• Cash transfers include unemployment compensation, Temporary Assistance to Needy 
Families, Supplemental Security Income, and Social Security disability benefits. In-kind 
transfer payments include Medicare/Medicaid health insurance benefits, food stamps, 
rental subsidies in both public and private housing, and energy assistance. 

• The mean values of these annual cash and in-kind transfers varied considerably across the 
five educational subgroups, ranging from a high of $4,843 for those adults lacking a high 
school diploma/GED certificate, to slightly under $3,000 for high school graduates, to 
lows of slightly under $1,200 for those adults with a Bachelor’s or higher degree. Adults 
without high school diplomas/GED certificates received a mean annual level of transfers 
that was four times as high as those of their peers with a four year or higher degree during 
calendar years 2004 and 2005. 



Home Ownership and Property Tax Payments 

• Home ownership rates were strongly influenced by the educational attainment of the 
household head. Home ownership rates ranged from a low of slightly below 46% for 
households headed by an individual lacking a high school diploma/GED, to nearly 61% 
for high school graduates, to a high of 78% for households headed by an adult with a 
Master’s or more advanced degree. 

• The mean value of the homes owned by adults ranged from a low of $158,000 among 
households headed by a person lacking a high school diploma/GED, to $176,000 among 
high school graduates, to $304,000 among four year college graduates, and to a high of 
just under $359,000 for households headed by an adult with a Master’s or higher degree. 
The higher rates of home ownership and higher home values of adults with more years of 
schooling leads to higher annual local property tax payments compared to their 
counterparts with less schooling. 



The Net Fiscal Contributions of Adults 

The findings on the mean annual tax payments of U.S. adults and the mean values of their 
cash and in-kind transfers and their institutionalization costs can be combined to estimate 
their mean annual net fiscal contribution to federal, state, and local governments. 

• On average, over the 2004-2005 period, the mean annual tax payments of all 16-64 year 
old adults were $12,837 while the mean value of their cash and in-kind transfers and their 
institutionalization costs was equal to $2,875. This yielded a net mean annual fiscal 
contribution of $9,962. 

• The mean annual values of these net fiscal contributions varied markedly by the 
educational attainment of adults. Among those adults lacking a high school diploma/GED 
certificate, the mean net fiscal contribution was a negative $671 , i.e., they collected more 
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in cash and in-kind transfers and imposed more in institutionalization costs than they paid 
in federal/state/and local taxes. 



• Adults in each of the other four educational subgroups were characterized by positive net 
fiscal contributions. However, the mean annual values of these net fiscal contributions 
varied widely across these four educational subgroups, ranging from a low of $5,464 for 
high school graduates to $17,664 for Bachelor degree holders to a high of $26,773 for 
adults with a Master’s or higher degree. 

• The estimates of the mean annual net fiscal contributions of 16-64 year old adults in each 
educational attainment group were converted into mean work life estimates by 
multiplying them by 49, the number of years over the 16-64 age range. Over this 49 year 
time period, given continuity of the results that prevailed in 2004-2005, the average high 
school dropout would produce a net fiscal burden of $33,000 while the average high 
school graduate would generate $267,736 more in taxes than he/she would impose in 
transfer costs and institutionalization costs. The lifetime, net fiscal contributions of adults 
rose steadily and strongly with their years of post-secondary schooling, increasing to 
$467,000 for those completing one to three years of post- secondary schooling, $865,536 
for those obtaining a Bachelor’s degree, and to a high of slightly over $1.3 million for 
those with a Master’s or higher degree. 

• Over the working-age lifetime (16-64 years of age), the gap between the net fiscal 
contributions of high school graduates and those adults without a high school diploma 
would be equal to $301,000 while the gap between high school graduates and bachelor 
degree holders would be $597,000. 



Implications of Findings for the Adult Basic Education System 

By strengthening the literacy/numeracy/writing proficiencies, English-speaking and reading 
proficiencies, and educational attainment of participants, adult education programs can boost 
the future fiscal position of national, state, and local governments. The future fiscal impacts 
of adult education programs will depend critically on their success in raising the 
employability and earnings of participants. To improve our knowledge base in this critical 
area, we would strongly recommend that all future adult education programs do a far better 
job in documenting, both short and long-run, the post-program employment and earnings 
experiences of participants , link labor market outcomes to changes in the literacy/numeracy 
skills, English-speaking skills, and educational attainment of participants during the course of 
their participation in these programs, and conduct defensible impact evaluations of various 
types of adult education programs using carefully selected comparison groups or randomly 
assigned control groups. 
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